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ENGROSSED THI RD SUBSTI TUTE SENATE BI LL 5319

State of WAshi ngt on 58th Legislature 2004 Regul ar Session

By Senate Commttee on Ways & Means (originally sponsored by
Senators T. Shel don, Hale and Esser)

READ FI RST TI ME 02/ 26/ 04.

AN ACT Relating to tax incentives for call centers in rural areas
of the state; adding a new section to chapter 82. 08 RCW adding a new
section to chapter 82.12 RCW creating new sections; and providing an
effective date.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. The legislature finds that there are areas
of the state that still have very high |levels of unenploynent. The
| egislature also finds that additional incentives are needed to pronote
economc stinmulation and new enploynent opportunities in these
di stressed areas, and that these incentives are essential to increase
economc gromh in these areas. The legislature intends to acconplish
this by providing tax incentives for call centers, toll services, or
network tel ephone services |located in distressed areas of the state.

NEW SECTION. Sec. 2. A new section is added to chapter 82.08 RCW
to read as foll ows:

(1) The tax levied by RCW 82.08.020 does not apply to sales of
machi nery and equi pnent used by a person who operates a call center
| ocated in an eligible area, or to sale of or charges made for |abor
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and service rendered in respect to installing the nmachinery and
equi pnent . The exenption for |abor and services provided by this
subsection does not apply to sale of or charges made for |abor and
services for repairing, replacing, cleaning, altering, or inproving the
machi nery and equi pnent. The purchaser nust provide the seller with an
exenption certificate in a form and nmanner prescribed by the
departnment. The seller nust retain a copy of the certificate as part
of its permanent records for a period of at |east five years.

(2) The tax levied by RCW 82.08.020 does not apply to sale of or
charges nmade for | abor and services rendered in respect to constructing
or inproving buildings used as a call center located in an eligible
area, or to sales of tangible personal property that becones an
ingredient or conponent of such building during the course of
constructing or inproving the buildings. The purchaser mnust provide
the seller wth an exenption certificate in a form and manner
prescribed by the departnent. The seller nmust retain a copy of the
certificate as part of its permanent records for a period of at | east
five years.

(3) The tax levied by RCW82.08. 020 does not apply to sales of or
charges to a person who operates a call center for rental of tangible
personal property along with an operator if such activity is used in
constructing or inproving a building used as a call center located in
an eligible area or in regards to eligible machinery and equi pnent.
The purchaser nust provide the seller with an exenption certificate in
a formand nmanner prescribed by the departnent. The seller nust retain
a copy of the certificate as part of its permanent records for a period
of at least five years.

(4) The tax levied by RCW82.08. 020 does not apply to sale of tol
services, as defined in RCW82.08.0289, to a person who operates a cal
center located in an eligible area. This exenption applies to the
cal endar year in which a call center's operations comence and the
i medi atel y subsequent three cal endar years. This exenption does not
apply to any other network tel ephone services of the call center. The
purchaser must provide the seller with an exenption certificate in a
form and manner prescribed by the departnment. The seller nmust retain
a copy of the certificate as part of its permanent records for a period
of at least five years.
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(5 (a) To qualify for the exenptions provided in this section, a
call center nust enploy twenty-five or nore enployees who provide
custoner service and support by responding to i nbound tel ephone calls
and electronic contacts, using conputer-automated equipnent, an
el ectronic nmedium or the tel ephone, within one year of conmencing cal
center operations. Ofice support, managenent, and ot her enpl oyees who
do not primarily perform custoner service and support are not included
in determning if the operation neets the threshold for the nunber of
enpl oyees. In addition, if, at any tinme after the threshold is
satisfied, enploynent at the call center falls below the twenty-five or
nore enpl oyees, the exenptions under this section are not avail able on
or after that date, until such tinme as enploynent |evels neet the
t hr eshol d.

(b) If a person discontinues the operation of a call center |ocated
in an eligible area, the anmpbunt of taxes for which the exenption has
been clainmed for the current calendar year and the preceding three

calendar years is immediately due. The departnent shall assess
interest, but not penalties, on the taxes for which the person is not
el i gi bl e. The interest shall be assessed at the rate provided for

del i nquent excise taxes under chapter 82.32 RCW shall be assessed
retroactively to the date the tax exenpti on was taken, and shall accrue
until the taxes for which the exenption has been taken are repaid.

(6) A person taking the exenptions under this section nust apply to
the departnent for a <call <center exenption certificate. The
application must be in a form and manner as prescribed by the
departnment. The departnent shall rule on the application within sixty
days of receipt. The departnment shall issue an exenption certificate
to those persons that qualify as a call center located in an eligible
area. The exenption certificate is valid for a one-year period. Cal
centers taking the exenptions provided by this section nust reapply
each year to maintain eligibility.

(7) A person who takes an exenption under this section shall make
an annual report to the departnent. The report must be filed by
January 30th following any year in which an exenption under this
section was taken. The report shall be in letter form and shal
include the followi ng information: Taxpayer nane and registration
nunber, confirmation that the person is operating a call center,
| ocation of the call center, how long the call center has been in that
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| ocation, the anobunt of each exenption taken under this section, and
t he average nunber of enpl oyees providing custoner service and support.
Failure to file a report will not result in the loss of eligibility
under this section. However, the departnent shall contact the
t axpayers who have not filed the report and obtain the data from the
t axpayer or assist the taxpayer in the filing of the report, so that
the data and information necessary to neasure the prograns
effectiveness is coll ected.

(8) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se:

(a) "Buildings" neans those structures used in a call center
| ocated in an eligible area. If a building is used partly for a cal
center located in an eligible area and partly for other purposes, the
applicabl e tax exenption shall be determ ned by apportioning the costs
of the construction. Such apportionnent shall be based on square
f oot age and determ ned according to the ratio of the square footage of
that portion of the building or buildings used as a call center bears
to the square footage of the total building. The term "buildings" al so
includes utility systens for heating, ventilation, air conditioning,
pl unmbing, electrical, or simlar systens used in the call center
oper ati on.

(b) "Call center located in an eligible area”" nmeans a business
oper ati on:

(1) Enploying twenty-five or nore enployees who provide custoner
service and support by responding to inbound telephone calls and
el ectroni c contacts, using conputer-autonmated equi pnment, an electronic
medi um or the tel ephone; and

(ii) Commencing the operation of a call center, after July 1, 2004,
in one of the following eligible areas:

(A) A community enpowernent zone, as defined in chapter 43.31C RCW

(B) A county with fewer than one hundred persons per square mle
as determned annually by the office of financial managenent and
publ i shed by the departnent, effective for the period July 1st through
June 30th; or

(© A county smaller than two hundred twenty-five square mles, as
determ ned annually by the office of financial nanagenent and published
by the departnent, effective for the period July 1st through June 30t h.

(c) "Call center located in an eligible area" does not incl ude:
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(1) Acall center that relocates any portion of a call center from
within the state to an eligible area under this section

(11) A business operation engaged in the activity of tel emarketing
or the solicitation of sales; or

(ii1) A business that nerely incorporates, reincorporates, nerges,
or otherw se changes or reforns its identity in an attenpt to qualify
as a call center located in an eligible area.

(d)(i) "Machinery and equipnent” neans commercial fixtures and
devi ces, such as electronic comuni cations equipnment, conmunications
systens infrastructure conponents, conput er sof t war e, conput er
hardware, office furniture, and any other fixture and devi ce necessary
for the communications operations of a call center located in an
eligible area. "Machi nery and equi pnent” includes tangible persona
property that becomes an ingredient or conponent of the fixture or
devi ce.

(i1) "Machinery and equi pnent” does not i ncl ude:

(A) Hand-powered tools, such as hamrer and w enches;

(B) Property with a useful life of | ess than one year; or

(C) Repair and replacenent parts for otherw se eligible machinery
and equi pnent .

NEW SECTION. Sec. 3. A new section is added to chapter 82.12 RCW
to read as foll ows:

(1) The provisions of this chapter do not apply to the use by a
person who operates a call center located in an eligible area of:

(a) Machinery and equipnent used in a call center |ocated in an
eligible area;

(b) Labor and services rendered in respect to installing the
machi nery and equi pnment in a call center located in an eligible area;
and

(c) Tangi ble personal property that becones an ingredient or
conponent of buildings used in a call center located in an eligible
ar ea.

(2) "Building," "call center located in an eligible area," and
"machi nery and equi pnent” have the sane neanings given in section 2 of
this act.
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NEW SECTION. Sec. 4. The office of financial managenent shall
devel op a report on the preval ence by which the state of Washi ngton
from fiscal year 2001 through fiscal year 2004, contracted wth
out-of-state enployers, other business entities, or other state
governnments for the provision of goods or services in this state or to
the residents of this state. The report shall include an accounting of
the total anount of funds expended and the nunber of contracts
executed between state agencies and busi nesses where the services or
goods contracted for were perfornmed or provided by enployees or
contractors working outside of the state of Washington. |In addition
for each contract, the report shall include a description of the
services perfornmed, the agency participating in the contract, the funds
expended for each contract, the |ocation where the services were
performed, an analysis of whether adequate services were avail able
within the state of Washington to provide the sane or simlar goods or
services, and the degree to which utilization of services within the
state would have affected the cost of the contract. The office of
financi al managenent shall submt its report to the senate commttee on
commerce and trade and the house conmttee on comerce and |abor by
July 31, 2004.

NEW SECTION. Sec. 5. This act takes effect July 1, 2004.

~-- END ---
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